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APPLICATION FOR AUTHORITY To
IMPLEMENT ARSENIC COST
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IN THE MATTER OF THE APPLICATION
OF ARIZONA WATER COMPANY, AN
ARIZONA CORPORATION, FOR
AUTHORITY To IMPLEMENT AN
ARSENIC COST RECOVERY
MECHANISM SURCHARGE FOR ITS
VERDE VALLEY SYSTEM
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A r i z o n a  W a t e r  C o m p a n y  ( " t h e  C o m p a n y " )  t i l e s  t h i s  a p p l i c a t i o n  f o r  a u t h o r i t y  t o

i m p l e m e n t  c e r t a i n  s u r c h a r g e s  f o r  i t s  c o n s o l i d a t e d  V e r d e  V a l l e y  s y s t e m ,  w h i c h  i s  p a r t  o f  i t s

N o r t h e r n  G r o u p ,  p u r s u a n t  t o  t h e  p r o v i s i o n s  o f  D e c i s i o n  N o .  7 1 8 4 5  ( A u g u s t  2 5 ,  2 0 1 0 ) .
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26

2 7

O n  A u g u s t  2 5 ,  2 0 1 0 ,  t h e  C o m m i s s i o n  i s s u e d  D e c i s i o n  N o .  7 1 8 4 5  ( t h e  " D e c i s i o n " )  i n  a

g e n e r a l  r a t e  p r o c e e d i n g  f o r  t h e  C o m p a n y ' s  1 8  w a t e r  s y s t e m s .  I n  t h e  D e c i s i o n ,  t h e  C o m m i s s i o n

a u t h o r i z e d  t h e  C o m p a n y  t o  i m p l e m e n t  a n  A r s e n i c  C o s t  R e c o v e r y  M e c h a n i s m  ( " A C R M " )  f o r  i t s

S e d o n a  s y s t e m ,  w h i c h  i s  n o w  p a r t  o f  t h e  V e r d e  V a l l e y  s y s t e m ,  i n  c o m p l i a n c e  w i t h  t h e  c o n d i t i o n s

e s t a b l i s h e d  i n  D e c i s i o n  N o .  6 6 4 0 0 .  T h e  p u r p o s e  o f  t h e  A C R M  i s  t o  p e r m i t  t h e  C o m p a n y  t o

r e c o v e r  c o s t s  i n c u r r e d  t o  c o m p l y  w i t h  t h e  n e w  M a x i m u m  C o n t a m i n a n t  L e v e l  f o r  a r s e n i c  a d o p t e d

b y  t h e  U . S .  E n v i r o n m e n t a l  P r o t e c t i o n  A g e n c y  u n d e r  t h e  S a f e  D r i n k i n g  W a t e r  A c t .  I n  M a y 2 0 1 0 ,

t h e  C o m p a n y  c o m p l e t e d  t h e  V a l l e y  V i s t a  W e l l  # 1 3  a r s e n i c  t r e a t m e n t  p l a n t  a n d ,  i n  a c c o r d a n c e

w i t h  t h e  D e c i s i o n ,  f i l e d  c o p i e s  o f  t h e  A r i z o n a  D e p a r t m e n t  o f  E n v i r o n m e n t a l  Q u a l i t y ' s  A p p r o v a l

o f  C o n s t r u c t i o n  i n  D o c k e t  N o .  W O l 4 4 5 A - 0 8 - 0 4 4 0  o n  A u g u s t  2 7 ,  2 0 1 0 .
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2 DETAILS OF THIS FILING

3

4

5

6

7

The Decision authorized the consolidation of the Company's Sedona, Pinewood, and

Rimrock systems (collectively, the "Verde Valley" system) for ratemaking and accounting

purposes in a two-step process. Step one of this process includes the consolidation of accounting

records and the adoption of a single monthly minimum charge for the Verde Valley system, as

well as the adoption of consolidated commodity rates for customers located in Pinewood and

8 Rimrock. Commodity rates for all customers in the Verde Valley system will be fully

9

10

11

12

13

14

15

16

17

18

consolidated in the Company's next Northern Group rate case.

The Company's Step-1 ACRM filing supports a Step-1 ACRM surcharge of $0.28 on the

basic service charge for Verde Valley and $0.0418 per 1,000 gallons on the commodity rate for

customers located in Sedona. The Company has limited the ACRM commodity rate surcharge to

Sedona customers in order to gradually bring the commodity rates for Sedona closer to those of

Pinewood and Rimrock, consistent with the Company's consolidation plan approved in the

Decision. The Company estimates that the average monthly bill for residential customers located

in Sedona will increase by $0.67, or l.7%, from $39.75 to $40.42 (based on 9,297 gallons used

and a 5/8-inch meter). The Company estimates that the average monthly bill for residential

customers located in Pinewood and Rimrock will increase by $0.28, or 0.8%, from $34.15 to

19

20

21

22

$34.43 (based on 3,208 gallons used and a 5/8-inch meter).

Pursuant to the guidelines in Decision No. 66400, the Step-l ACRM surcharge includes

only capital-related expenses associated with arsenic treatment facilities. As of December 31,

2009, the Company's actual rate of return on OCLD rate base was -0.54% for the Verde Valley

23 system.

24 SUPPORTING MATERIAL

25

26

In support of this Step-1 ACRM application for the Verde Valley system, the Company is

including the schedules required by Decision No. 66400 as Attachment l, hereto. All questions

27

28
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1

2

regarding this Step-1 ACRM application should be directed to the Company's Manager of Rates,

Joel Raker, at (602)240-6860.

3 CONCLUSION

4

5

This Application for a Step-l ACRM surcharge for the Company's Verde Valley system

complies with all of the requirements the Commission adopted in Decision No. 66400 and as

authorized in Decision No. 71845. As the Commission found, the ACRM mechanism "6

7

8

9

10

11

properly balances the need for the Company to remain financially sound with the avoidance of

significant rate shock to customers who are affected by the arsenic requirements." (Decision No .

66400, page 20, lines 21-22). For these reasons, the Company requests that the Step-1 ACRM

surcharge for the Verde Valley system be expedited and reviewed by the Staff and approved by

the Commission at the earliest possible time. ,

12

13 RESPECTFULLY SUBMITTED this 12TH day of October, 2010.

14
ARIZONA WATER COMPANY

15

16

17

18

19

By:
Robert W. Geake
Vice President and General Counsel
ARIZONA WATER COMPANY
Post Office Box 29006
Phoenix, Arizona 85038-9006
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1 An original and 13 copies of the foregoing were delivered this 12TH day of October, 2010, to:

2

3

4

Docketing Supervisor
Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, AZ 85007

5
A copy of the foregoing was mailed this 12TH day of October, 2010, to:

6

7

8

9

Noonan D. James
Jay L. Shapiro
Fennemore Craig
3003 N. Central Avenue, Ste. 2600
Phoenix, AZ 85012
Attorneys for Arizona Water Company

10

11

12

Dwight D. Nodes, Assistant Chief Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington
Phoenix, AZ 8500713

14

15

16

Janice Alward, Chief Counsel
Legal Division
Arizona Corporation Commission
1200 West Washington
Phoenix, AZ 85007

17

18

19

Steven M. Olea, Director
Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Az 85007

20

21

22

Brian Bozzo, Compliance & Enforcement Manager
Arizona Corporation Commission
1200 West Washington
Phoenix, As 85007

23

24

25

Lori Miller
Program & Project Specialist II - Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Az 8500726
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1

2

Jodi Jericho, Director
Residential Utility Consumer Office
1110 W. Washington, Suite 220
Phoenix, AZ 85007

3

4

5

6

Nicholas J. Enoch
Jarrett J. Haskovec
LUBIN & ENOCH, pp
349 North Fourth Avenue
Phoenix, AZ 85003

7

8

Michele Van Quathem
RYLEY, CARLOCK & APPLEWHITE
One North Central Avenue, Suite 1200
Phoenix, AZ 85004-44179
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11

12 By:79/3@4Q
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